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N ~:.';£' Dear Applmnt:

L :t;

T  Bylaws, Art 1l -

"i_m-:PARTMENT OF THE. TREASURY
‘INTERNAL REVENUE:! senvrce

STVERNMENT ENTITIES

©.BIVISION :,’.':'
A ' I
Date L SEP 23 2002 R .‘ "'Contact Person:
‘ | ID Number
y
Telephone Number:

»

Employer Identlﬂwtron Number' _ N

. We have considered your appllution for recogmhon of exemptlon from federal .
e : rnoome tax under section: 501(a) of the: Infemal Revenue Code as an ongamzatron
s., descdbed in section 501 (c)(1 8).. Based on the Information submitted, wé- have coricliided

.,,,,_._.: -

I iy “that; you do not qualify for exemption under that section. The reasons for our, oonclusnons -

3 are set. forth below. .

. .
P R

R

RERE You were incorporated i in the State of-on ~, as a not-for—proﬁt.

i non-stock organization. 'You'were formed to operate as a ‘veterans orgammﬂon Your
purpese is to.assist veterans who wrsh to start their own small business, or'who wish to
- maintain: their awn small business as a successful operation. . Your. Articles of L
Inoorporatlon state that you are: operated for ..educational, benevolent, fraternal, :

- 1“charitable, and other purposes... * allowed under sect:on 501 (e)(1 9) of the Code (Art. of
S Inoorp Art. ) More specrﬁmlly, you seek _

"to promote the social: welfare of tie oornmunnues rn wmoh veterans of the )
U.S. armed forces resrde or. work by provrdmg Educational and financial

of veterans.of the U:S. armed forces...

‘ - Youare:a membershrp orgamzation You requlre mat your mem 'rs be veterans
Lk of the United States armied forces. You: now have.members Norie of: your members
- have any, voting rights. 'Instead, you are run'and operated by your Board.of Directors. No:'

T i membershallbeenuﬂedtovoteorhave any voice in themanagementofthe corporate - -
" affairs per your Articles of Incorporation and Bylaws. (Art. of Incorp., Art. {H;, Bylaws, Art. IV;'. -

. i 'See.;1.) A Board member serves unﬁlhedles resigns, is declared ‘barikrupt, or found
; f moompetentbyacourt. Declsoonsarenndebythemajomyoftheaoard unless noted
. | otherwise. (Art. of fncorp., Art. V) Board membersmaybepaldfortherrworkasaoard

s 31'; members. or in anyoﬂterwpaGWWheﬂWOmnngFWm(BY‘aws Art. IV, Sec. 12.) The

asai dlrector are subject to the same
:2 .

WASH!NGTON DC..20224 " R N

resources o develop and further the entrepreneunal skrﬂs and opportunmes ,- EORR
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then state state 'that_ ¢an, not baremoved from fhe posmons of chairman of the
1 Board of Directors and: President wittiout cause, and if.there. is cause, he can still only be

SArt.V, Sec. 3of the, Bylaws)

:
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DL Your bylaws réquire that you have at least five Board members on your. Board of

ectors. (Bylaws, Art: IV, Sec. 2. ) Yot have six positions as Board members, but two
are-fiot filled. You currently have foir Directors; A
.

, and. SRSEENINEED ' None of them receive
compensation for their role: as directors.: Director Sl will.be paid for his sefvices asa ;; 3

You expect i have. -members per Form 1024 Of these -members
S are expected to.be war veteraiis. -Also, your website states that it expects to haye -

you'expact a total membership between

'ea'r By years
you have .members

T You plan o offer dasses o how to start and maintam a buslnees You will also

R " v sponsor a credit card and -loan program for your members, which will target. small busmess ‘

.- owners who. can not othetwnse find funding o start théir busmesses -Your, pnmary source .
of income will come from memibershi dues. . You expect-dues oflliiilllddollars in SR
and— dollars in WER In ‘ expenses are expected to be.-advertising and

- running your operations. of. approximately dollars; other salanes and wages. of @

g - dollars, rent of SYIIINR and expenses attributed to activities related-to your -

- purposes of approximately $-. In W expenses are expected to ba the same.as .
ln- with an- addltionat expense, of _ dollars for advemslng and: operatlng your-

3 : business ' ) , A :

e - You plan on sponsoring a’ credtt card program and a small busmess loan Operahon
. ; Both of these programs. will be; operated by RN (ihe Bank”), a for-profit
S = oompany You will guarantee all such'loans, using your membership dues as collateral for
b f- such loans. These credit cards and. ‘small: :business loans. will be made: available to.

o members who have past credlt problems :and who could not, otherwise,. receive such credit
1 cards or loans. . The interest rate, oharged,by the Bank is the same interest rate. the Bank -
- L4 % charge 1o anybody. éfse who applies for. these loans.. (i.6., no extra benéfit just because- -
-1 'somecne: Is.a member of your, group.)- You have a sngned contract with the Bank for such. -
' programs, datedP However, the-Bank has reneged on: thrs contract, and °

" refused to advertise these programs, or. issue any credit cards or make. any., loans, to date. -

-7+ .Youwhave hired an attormey, to negotiate, and possibly: Imgate this matter,
"1 . §.onyourbehalf. The cument status of these negotiations, and potentral Iltigatron are :

i - unknown to us,

e E . You wrll oﬂ'er dassee which will developlenhanoe your members busmess skills.
Ll f' Each:class will bé rotated monthly, and:will include instructional matenaLAs of
{ - you have had three one-time classes, with the followmg number of attendees as
b

1- ‘peopla signed the attendenoe sheet.

, '
i

‘removed;”.. .by the gnagjmg.;gv eof all the directors then in ofﬁce (emphasns added)

T full-txme employee as Presrdent and director of program development. S '.f' '

o S rrembers within_the first six monttisiof operation, and Al members wrthln oney .. i .

e e . .
,- A ‘,, . .




N j . rnduded asevén page handout drscusslng the acoountmg, bankxng, and insurance; .
o requmements of operatrnga Smau_busmessl Ll % C

un mgram, ln which your members wlll glve a 10%-20%. .

N S dlsceunt'to fellow members when purchasing items from fellow members .You also offere '

. A‘Aceountmg and Payrolf: SeMces :Program for Small Businesses which will provide
‘ @ounﬁng and payroll senrlces fdr your members when, needed ; :

Chet - - Other revenues will come: from fundralslng programs which you will have inthe -
. ',l' vanous state chapters of your organizationi.. These will include raffles, dinners, and -
© "% auctions., These revenues will be used ta'set up a “vet.center” in various states, throughout
R the USA.-Other revenues will come from state and federal grants that are available-to. .. '. :
7 fcommunity. based™ programs. such asyourself (Ex, Federal T'ltle 7 Welfane to Work
“f jiProgram) . . - S

i Currently no.one: ls reoemng a salary from-you, You have told us that “
"G, your Presidentand: Diréctor, wilk be chosen as: ‘direétor.of ‘program development

.- ‘based:upon. his many years.of; expenenoe 4fv the Veterans' Affairs’ Department. He expects

+ 10 work 40-60 hours per week, and: éxpects to be paid for his servxces .You. have not told
us how miuch you plan to pay| hlm for thls full-time posmon ~ .

Your Board of Directors has me fwice since mceptlon, on “ and -

_ You cumently have a confract for services with the Veteran's .-
. Department’s , which is run by your-President, il

- renewed, but if it is renewed, you have told.us that_will not smy as’.
DlrectorIPr%ldent of both orgammllons - ‘ _

: Secllon 501 (c)(19) of the! Code provrdes for the exemptron from federa| incbme tax:
cofa post or organizahon 'of past or- presenl members of the Artned Forces.of thé United
States; or-an auxiliary unitor socaety of oF atrust or foundation for, any sueh post or
;orgamzabon-—(A) orgamzed irithe Unlted States or any of ils possessions, (B) atleast 75

B w2l ta B AT

- United States and substantially all of the. other members of which are individuals'who are
- ' 4  cadets or are spouses, widows, .or widowers.of past of ‘present members of the Armed
T iForges.of the United States o of cadets. and (C) nepart of the net eamrngs of which

. Yrinures.fo the beneﬁt of. any prlvate h 'reholder or. lndeual ' _

.(..‘
\\..

R Sectxon 1 501(c)(1 9)-(1)(0) of the lneome Tax Regulahons provldes that you must
- be operated for. one.or more ﬁf the follov\nng erght purposee in order to: be. exempt under
' .thlscode section. They are :

-To promote the sodal Welfare of the oommumty as deﬁned in Treas Reg* -
1.501(c)(4) 1(a)(2).
-Assist disabled'and needy war veterans and members of lhe Uhited States

| ~ Armed Forces and thelr dependen’m and. wrdows and orphans of deceased

o veterans, - i

W -Provide entertarnment mre, and assnstanoe to hosprhtrzed veterans or
R rmembers of the; Anmed Forces of the United States, .

S 1 Carry.on programs;tc perpetuaté the memory of deceased veterans and members

Sk of the Armed Fotces and to-comfort their. survivors, *
. ¢~ - “Conduct programs for rehglous, ehanwble selentrﬂc llterary, or. edumhonal

 purposes,

S A S S AT -
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‘1" percent'of the-members of which aré pastor present members of the Armed Forces of the .

[

'\ ‘This contract will end: in SIS You do ot think that this contract wil be, ;- o
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o Sponsor or. parhclpate in activmes of a patrlot:c nature

1. -Provide insurance benefits for thelr thembérs or.dépendents of their members

Tt < (orbath). (Note: The' provrsronrof ipsurance benefits for members, and dependents
.t is not considered:to: beprohibited inurement for IRC.501(c)(19) | purposes. )or el

-varde socral and recreatrona! actmtxes for therr members o ..' R

=. " An analysis. of the Information you ‘have submitted Shows that you have had lrttle
RN ;_.activrty aver the past: twelve months. -You:have had only three dasses to-date, and. these
'.+1. classesthad fewer than.10 studenits: : You.state that you'will aid your veteran members by
i offenng them credit cards and Ioans, and yet you have offerred neither arty credit cards'to :
- your members nor any: Ioans Your tender and credit card offerer, has o
' ceaséd-doing busiriess with you: AlthoLIghyou have hired an attomey to fry-to resolve - L
¥ matters Wlthh you have fiot informed us when, if ever, this: ‘matter will be .
-+ L résolved In.your favor. . Your Board has only met twice in cver a year. Two of your six' -
.. Board‘members resigned, and were neverifeplaced. 'Your bylaws require five Boad -
members. and there are; currently only four members-on the Board

i
it

' A majonty of your: pmposed activities will be forfl.mdralsers and the provision of I
; credlt&rdslloans ‘The | primary:purpose-of your activity is to:raise money or make profi ts.. PR

". which.you will use to pay your Presidéntand your employees as wages/compensation, -

i [ Youshow wages I excess of_dollarslyearto be pard to your Presrdent and .

i’ other employees W g

S

e n conclusion,: you have:conducted little activity to date Your planned actrvrtres are
" 1. not: amdng those listed.4s permissible for:an organization described in section'501 (c)(1 8yi in

- . section.1.501(c)(1 9)-(1)(0) of the reguilations. Your planned:activities résemble the
e operatxon of a busrness and serve the private interests of your Pr%ldent Lo

. . PP )

B ‘Baséd on the above, we conclude that you do not. qualify for exemphon as an
" 4 organization described in. sectlon 501 (c)(1 9) of the Code and you must file federal income
L tax retums o .o .

_ You have the nght to protest this rullng if you belleve rt is mcorrect To protest you ot
P should submit a statement of:your: views. o this office, with a full explanation of your S
. reasoning. This statement, signed. by oné of your officers, must be submltted within 30 e
: days from the date of this iéfter.. You-alsg have a riglit to a conference in: this office after. ... .
- your statement is ‘submitted. You. must request the conferenca, if you want .one, when you - -
, . i, fileiyour protest statement. If: you are: to be: :represented by someone whois notoneofyour .. - . . .
P officérs, that person:will need to file' a proper power of attcmey and otherwrse qualrfy under ool

' our Conference and Practices Requrrements , :

. If we do not hear from you within’ 30 days, this ruhng wdl beoome ﬁnal and a copy

G wilk belforwarded 10 the Ohio EP/EQ key district office. Theregiter, any questions about
i) your federal income taxistatus stiould be:directed to that office, either by calling

o 8TT-829-5500 (a toil free. number) or sending correspondence to: Internal. Revenue

o Service EP/EO Customer Servrce P O Box 2508, Cmcannah OH 45201

When sendmg addmonaf letters to us withr respectto thrs case you will expedite
therr receipt by usxng he followmg address . :

+




. .umber are 'shown in; the headmg of thns letter

S _ Washmgton D. 20224‘
i C fax: (202) 283-893 ';__:

lf—you have:any. quesuons. please contact the petson whose name. and Hephone

Smcerely

(sxgned) G“amv Sa&

':-Garaldv Sack e
;Manger Exempt Orgamzatlons
. ~Techniczl Group4 Cl




